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Abstract : Cellular sector of Pakistan is one of the key 
contributors to the economic development of the 
country. Though, cellular sector faced a lot of changes in 
terms of regulatory policies which cause to effect 
cellular sector revenue. Hence, this study is designed to 
address the moderating role of government regulations 
between the linkages of Oliver’s four-stage loyalty 
model. This study proposed to use the self-administered 
structured questionnaire for data collection through 
survey technique. The main analysis conducted in this 
study is the reliability test of the constructs. The results 
reveal that the Cronbach’s alpha readings were between 
0.756 and 0.932, indicating internally consistent and 
reliable measures of the constructs used. These results 
suggest to use the adapted instrument for actual data 
collection. 
Key Words: Cellular Sector, Cronbach’s Alpha, 
Oliver’s four-stage loyalty model 
Introduction 
 Cellular services are globally considered as a 
central force for economic development of a 
country (Ray, 2016). They are an important pillar 
for fast growth and advancement of different 
sectors of the economy (Ray, 2016; Shrivastava & 
Israel, 2010). The cellular industry of Pakistan is 
one of the prime contributors to the economic 
development of Pakistan as cellular industry 
brought more than 50% of FDI in Pakistan in the 
year 2014. Subsequently, in the year 2015, cellular 
industry add PKR 126.3 Billion to the National 
Exchequer (PTA, 2015). Moreover, in the past few 
years, the cellular industry has shown remarkable 
growth in cellular subscriber base from .27 million 
in 1999 to 139.97 million in 2014 (PTA, 2014).    
One of the driving force for this huge expansion of 
cellular subscriber base is government 
deregulations which encourage the consumers to 
utilize the cellular services at maximum level.  
However, later  in year 2015 and onwards, cellular 
industry have gone through certain government 
regulations which affect the cellular industry and 
consumer behavior, including the licensing of 3G 
and 4G LTE services, imposition of  biometrics 
verification of old and newly purchased sim cards, 
fixed minimum purchase price of sim cards and 
defined maximum number of sim card owned by a 
single consumer to 5 sim cards (PTA, 2015, 2016). 
These government regulations effect cellular 
industry in different ways and bring new challenges 
for cellular operators to understand consumer 
behaviour and preferences in the light of these 
regulations. 
 In addition to this one of the five cellular 
operators (Mobilink, Ufone, Telenor, Zong and 
Warid), Warid telecom merged with Mobilink in 
the year 2016. The detailed review of past five 
years (Year 2011- 2016) of Warid telecom’s 
subscriber base revealed that Warid telecom has the 
lowest subscriber base among all the other cellular 
operator. Moreover, its subscriber base kept on 
decreasing every year, hence it merged with 
Mobilink. This market change also highlighted the 
increased pressure on cellular industry to survive 
and stay profitable (PTA, 2015, 2016; Tariq, Awan, 
& Ghouri, 2014).  So, apart from changing 
government regulations, cellular operators are 
facing the problem of retaining the existing 
customers by keeping them loyal and attracting the 
new consumers (Chen & Cheng, 2012; Tariq et al., 
2014).  Since customer loyalty results in 
profitability of cellular operators and ensures their 
survival so it’s of greatest interest for the cellular 
operators (Chadha & Kapoor, 2009; Wang, 2010). 
As suggested by Oliver (1999), customer loyalty is 
established in four stages. He proposed a four-stage 
linkage through which customers pass and develop 
loyalty for their seller.  There is lack of studies on 
understanding the moderating role of government 
regulations in the linkage of Oliver’s four-stage 
loyalty model. So this study is designed to address 
this gap in the literature by incorporating these 
changing government regulations in Oliver’s four-
stage loyalty model in the cellular industry of 
Pakistan (Abbasi, khuhawar, Khumbhati, & 
Khuhawar, 2016; Evanschitzky & Wunderlich, 
2006; Han & Hyun, 2012). Following sections 
include literature review, research design, analysis 
and conclusion. 
Literature Review 
Oliver’s Four Stage Loyalty Model 
Oliver (1999) defines loyalty as “a deeply held 
commitment to rebuy or re-patronize a preferred 
product or service consistently in the future, despite 
situational influences and marketing efforts having 
the potential to cause switching behaviour”.  He 
mentioned that customer loyalty could foster 
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customer retention as loyal customer possibly make 
repeat purchases, give references, referrals and 
generate positive word of mouth in public.  
According to Oliver’s Four-Stage Loyalty 
Model, loyalty develops in four stages, namely, 
cognitive loyalty, affective loyalty, conative 
loyalty, and action loyalty. These stages are 
discussed in detail in the below section.  
Four Stage Loyalty Linkage 
According to Oliver’s four-stage loyalty model 
(Oliver, 1999), at stage one, consumer engage in 
cognitive loyalty where the consumer looks for 
cost-benefit analysis and functional characteristics 
of the product or services. These functional 
characteristics include PSQ, PV, SP, PCSR1 (Han 
& Hyun, 2012; Han, Kim, & Kim, 2011; Matthews, 
Son, & Watchravesringkan, 2014; Yeng & Mat, 
2013) conducted by cellular operators to gain the 
attention of the consumers. Then comes affective 
loyalty whereby consumer develops a positive 
perception of cellular operator and engage in CS2 
(Fraering & Minor, 2013; Han et al., 2011; 
Thaichon & Quach, 2015; Yeng & Mat, 2013; 
Yuksel, Yuksel, & Bilim, 2010). This lead to the 
third stage of loyalty which is called conative 
loyalty where consumer develops trust on the 
cellular operator and develop attitudinal loyalty for 
cellular operator. (Jin, Line, & Merkebu, 2015; 
Matthews et al., 2014). Finally, this stage leads 
toward the fourth and last stage of CL3 which is 
action loyalty where consumer purchase/repurchase 
the services of the same cellular operator and 
ignored the attractive offerings of competitors. 
Moreover, the consumer recommends the cellular 
operators to others as well. Since, Oliver (1999) 
suggested that loyalty developed in steps by 
passing through all of these four defined stages so 
this study included  PSQ, PV, SP, PCSR, CS, CT4 
as a prerequisite to reach at the fourth stage of 
loyalty, called action loyalty.  
Government Regulations as a Moderating 
Construct 
 The governments influence consumer 
behaviour and preferences, but the extent to which 
they effect consumers vary around the world. The 
governments introduce the regulatory policies, 
develop the regulatory bodies to govern a sector or 
industry, provide support to flourish an industry 
and managed the consumption level for certain 
                                                                 
1 PSQ: Perceived service quality, PV: Perceived value, SP: 
Sales promotions, PCSR: Perceived corporate social 
responsibility 
2 CS: Customer satisfaction 
3 CL: Customer loyalty 
4 PSQ: Perceived service quality, PV: Perceived value, SP: 
Sales promotions, PCSR: Perceived corporate social 
responsibility, CS: Customer satisfaction, CT: Customer trust  
products and services.  Moreover, the governments 
also promote a particular consumer behaviour by 
subsidizing a product or service or reduce its usage 
by limiting a quota of its consumption. Apart from 
imposing the regulations, the governments also 
promote and encourage a particular consumer 
behaviour.  So consumer behaviour regarding 
purchase, consumption and utility of that product or 
service is effected by government regulations and 
policies (Barksdale & Darden, 1972; Jain & Goel, 
2012; Kaynak, Kucukemiroglu, & Hyder, 2000; 
Sheth & Frazier, 1982).  
In the case of Pakistan, the government 
regulations in the cellular industry of Pakistan 
directly effect the consumer behaviour and reduced 
the subscriber base by blocking  26 million sim 
cards which failed to be verified via biometrics in 
the year 2014. This ultimately caused to reduce the 
teledensity from 60.7% from 76.5% in the year 
2014-15 (PTA, 2015). Previously there was no 
defined price for the sale of sim cards so 
government set the base price of sim card: PKR 
200 (PTA, 2015, 2016). Moreover, in past 
consumer can keep up to 10 sim cards of each 
cellular operator while in the year 2012, the 
government reduced this number to 5 sim cards 
only in total (PTA, 2014). So these government 
regulations have an influence on cellular 
consumers’ behavior by limiting their choices, 
creating switching barriers and encouraging them 
to stay with their existing cellular operators by 
making sim cards worth of 200 PKR which were 
previously, readily available for free of cost, 
without any biometrics verification with no 
restriction on number of sim cards purchased 
(Abbasi et al., 2016). 
 Furthermore, previous literature on government 
regulations shown that it has been studied as 
moderator in different sectors including 
Ramanathan, Ramanathan, and Ko (2014) 
(logistics), Kim, Kim, Suh, and Zheng (2016) 
(service innovation), Kimani, Mouni, Wanjau, and 
Mung’atu (2015) (water utilities) and found to be a 
significant moderator.  
Apart from this,  researchers like  Evanschitzky 
and Wunderlich (2006) and Han and Hyun (2012) 
also suggested introducing a moderator in Oliver’s 
four-stage loyalty model to enhance its robustness 
to explain the phenomenon of customer loyalty. 
Moreover,  Abbasi et al. (2016) have also 
suggested that there is lack of literature to address 
the moderating role of government regulations in 
the cellular industry. So in the light of current 
literature gap, this study includes government 
regulations as a moderating variable in the linkage 
of Oliver’s four-stage loyalty model. 
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Proposed Framework 
Figure 1 represents the research framework 
proposed for this study.  There are four exogenous 
variables (perceived service quality, perceived 
value, sales promotion and perceived CSR), two 
intervening variables (customer satisfaction and 
customer trust), one moderator (government 
regulations) and one dependent variable (customer 
loyalty). 
 
 
 
 
 
 
 
 
 
FIGURE 1 PROPOSED FRAMEWORK 
Research Design 
This study used survey technique to collect data via self-administered structured questionnaire. The prepaid 
cellular consumers of Pakistan are respondents of this study. The questionnaire consists of two section; section 
A: contains items related to the measurement of latent variables under study while section B: consists of 
demographic profile of respondents. The Likert scale is used to examine how strongly the respondents agree or 
disagree with a certain statement to measure latent variables, where 1=Strongly Disagree and 7=Strongly Agree 
(Sekaran, 2006). 
Instrument 
This research adapted previously used scales to measure the constructs under s tudy. The detail of the adapted 
scales with the number of items and setting is given in table 1.  
TABLE 1 SUMMARY OF ADAPTED SCALES 
No Variable Items  Source Setting 
1 CL 5 Karjaluoto, Jayawardhena, Leppäniemi, and 
Pihlström (2012) 
Cellular Sector 
2 PSQ 22 Parasuraman, Zeithaml, and Berry (1988) Service Sector 
3 PV 5 Yang and Peterson (2004) Online Service Users 
4 SP 9 Buil, De Chernatony, and Martínez (2013) Consumers Goods 
5 PCSR 5 Lee, Park, and Pae (2011) Firms CSR 
6 CS 5 Edward and Sahadev (2011) (3 items), Kaur and 
Soch (2012) (2 Items) 
Cellular Sector 
7 CT 6 Smith (1997) Cellular Sector 
8 GR 6 Jain and Goel (2012) Consumer Goods 
 
Note: CL: Customer loyalty, PSQ: Perceived service quality, PV: Perceived value, SP: Sales promotions, PCSR: 
Perceived corporate social responsibility, CS: Customer satisfaction, CT: Customer trust, GR: Government 
regulations 
Pilot Study 
The pilot study is usually conducted to pre-test 
the reliability of the adapted instrument in a 
particular geographical setting to address the need 
of modification in the instrument before final data 
collection.  This study collected data from 100 
cellular consumers of Pakistan to pilot test the 
reliability of the questionnaire by examining the 
Cronbach’s alpha values through SPSS Version 18.  
The cellular consumers who have participated in 
the pilot study found the questionnaire easy to 
understand and no ambiguity was pointed out by 
the respondents. Later, this study runs the internal 
consistency analysis using Cronbach’s alpha 
reliability test with SPSS V18 which is given in the 
preceding section. 
       11  
12 
Asian Journal of Multidisciplinary Studies, 5(11) November, 2017 
 
  
  
 
 
 
Reliability Analysis 
Reliability test is done to check the internal 
consistency using Cronbach’s alpha. According to 
Sekaran (2006) reliability is an indication of 
stability and consistency with which the 
instruments measure the concepts and ensures the 
goodness of the measures. Easterby-Smith, Thorpe, 
and Jackson (2012) argue that reliability is 
important because it assesses how far each 
questionnaire can be relied upon to produce the 
same result for each occasion that it is used. The 
Result of Cronbach's alpha reliability test is given 
in Table 2. Since the alpha value of .60 or above is 
reliable (Sekaran, 2006). Results revealed that the 
questionnaire items are reliable and effective. 
Therefore, based on the Cronbach alpha value 
score, the proposed survey instrument has fulfilled 
the basic requirement of being a valid instrument. 
 
 
 
 
 
 
 
TABLE 2 CRONBACH'S ALPHA 
RELIABILITY TEST 
 
Conclusion 
The main objective of confirming the reliability 
and internal consistency of the instrument utilized 
in this study is achieved when the results showed 
Cronbach alpha readings well above the threshold 
of 0.60 (Sekaran 1970). Hence, the instrument is 
valid for further use for the cellular consumers in 
Pakistan. This instrument will be proceeded to be 
used in the main data collection. 
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